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I. INTRODUCTION 
In July 2006, the Commission released a Further Notice of Proposed Rulemaking’ 

seeking comment on issues concerning the compensation of telecommunications relay services (TRS) 
providers from the Interstate TRS Fund (Fund)? In this Report and Order and Declaratory RuZing 
(Order) we: (1) adopt a new cost recovery methodology for interstate traditional TRS3 and interstate 
Speech-to-Speech (STS)4 based on the “MARS” plan (“Multi-state Average Rate Structure”), proposed 
by one of the providers’; (2) adopt a new cost recovery methodology for interstate captioned telephone 

1. 

Telecommunications Relay Services and Speech-to-Speech Services for Individuals with Hearing and Speech 
Disabilities, CG Docket No. 03-123, Further Notice of Proposed Rulemaking, 21 FCC Rcd 8379 (July 20,2006) 
(2006 TRS Cost Recovery FNPRM). 

TRS, created by Title N of the Americans with Disabilities Act of 1990 (ADA), enables a person with a hearing or 
speech disability to access the nation’s telephone system to communicate with voice telephone users through a relay 
provider and a communications assistant (CA). See 47 U.S.C. 0 225(a)(3) (defining TRS); 47 C.F.R. 0 64.601(14). 
As noted below, there are various forms of TRS. The Fund compensates providers of eligible interstate TRS 
services, and other TRS services not compensated by the states, for their reasonable costs of providing service. See 
generally Telecommunications Relay Services and Speech-to-Speech Services for Individuals with Hearing and 
Speech Disabilities, CC Docket Nos. 90-571 & 98-67, CG Docket No. 03-123, Report and Order, Order on 
Reconsideration, and Further Notice of Proposed Rulemaking, 19 FCC Rcd 12475,12479-83, paras. 3.8 (June 30, 
2004) (2004 TRS Report & Order). 

Traditional TRS is a text-based form of TRS with the text providsd via a text telephone (TTY) and the Public 
Switched Telephone Network (PSTN). See 47 C.F.R. 0 64.601( 14). This service includes Spanish-to-Spanish relay. 
See Telecommunications Relay Services for Individuals with Hearing and Speech Disabilities, CC Docket No. 98- 
67, Report and Order and Further Notice of Proposed Rulemaking, 15 FCC Rcd 5140,5154-55, paras. 28-31 (March 
6,2000) (2000 TRS Order) (mandating interstate Spanish-to-Spanish traditional TRS). 

STS is a form of TRS that allows persons with speech disabilities to communicate with voice telephone users 
$rough the use of specially trained CAS who understand the speech patterns of persons with disabilities and can 
repeat the words spoken by that person. See 47 C.F.R. 0 64.601(12). STS is a mandatory service, so that all 
common carriers obligated to provide TRS and all states with a certified state TRS program must offer this service. 
2000 TRS Order, 15 FCC Rcd at 5149, para. 15. 

the average of the intrastate TRS rates paid by the states, in its petition for ieconsideration of the 2004 TRS Report 
&Order. Hamilton Relay Service, Inc., Petition for Reconsideration (fil2d Oct. 1,2004) (Hamilton Petition). 

Hamilton Relay, Inc. (Hamilton) raised this proposal, which would base +e qompensation rate paid by the Fund on 
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service (CTS)6 and @erstate and intrastate Internet Protocol (IP) captioned telephone seyice (IP CTS) 
based on the MARS plan; (3) adopt a cost recovery methodology for Internet Protocol (IP) Relay' based 
on price caps; (4) adopt a cost recovery methodology. for Vi&$ Relay Senice (vRS)9 hat adopts 
IateS based On 
compensable from the Fund; and (6) address certain issues concerning the m+agement and oversight of 
the Fund, including financial incentives offered to consumers to make relay calls and the role of the 
Interstate TRS Fund Advisory Council. 

' 

vblume: (5) clarify the nature and extent that certain categories of costs are 

2. 

0 

In addition, we adopt new compensation rates for these servicFs as follows: 

For interstate traditional TRS, we adopt the M A R S  plan rate of $h592 per-minute based on 
the states' competitively bid compensation rates,for intrastate traqtiond TRS and STS. This 
rate shall,be effective for the ?,em$nder of the 2007-2008 Fund ye& on the first day of the 
month following the effective date of this Order.'o . 

I 

For interstate m, we adopt a rate of $2.723 per-minute. This rate is based on the M A R S  
plan rate of $1.592, but includes an additional $1.131 per minute in compensation that shall 
be directed for outreach, as set forth below. This rate shall be effective for the remainder of 

(,..continued from previous page) I, 
Hamilton also raised thisissue in its application for review of the 2004 Bureau TRS Rate Order, which adopted the 
compensation rates for the various forms of TRS for the 2004-200$Fund year. See Telecommunications Relay 
Services and Speech-to-Speech Servicesfor Individuals with Hearing and Spezxh Disa$ilities, CC Docket No. 98- 
67, Order, 19 FCC Rcd 12224 (June 30,2004) (2004 Bureau TRS RateaOrder), modifiea.by Telecommunications 
Relay Sewices and Speech-to Speech Services for Individuals. with Hearing and SpeechfDisabilities, CC Docket No. 
98-67, Order, 19 FCC Rcd 24981 (Dec. 30,2004) (Modified 2004 Bureau TRS Order). 

telephone displays the text of what the other party is saying, so that the user can simultaneously both listen to what 
is said over the telephone (to the extent possible) and read captions of what the other person is saying. See 

Disabilities, CC Docket NO. 98-67, Declaratory Ruling, 18 FCC Rcd 16121 (Aug. 1,2003) (2003 Captioned 
Telephone Declaratory Ruling). CTS is not a mandatory form of TRS, although that issue is subject to a pending 
petition. See Telecommunications,Relay Services and Speech-to-Spaedh'Sewices for Indpiduals with Hearing and 
Speeah, Disabilttieiek Inter$qt-based Captioned l'dephons Jce'l'vice, CG D$cket No. 03-143, Declhratory Ruling, 22 
FCC'kGil:,379;kat 379j89,:pya. 1 n:3 (JpgQ 1.1,200?) (2007 IP@% Qeojaratory Ruling). /;' 
IP CTS is a fdrm of. captisned telipfion$se;vice where,ihe. connectioq carrying the captions between the relay 

provider and th~e,useriis via the -Infe$$, $ather than"the ESTN. See,gen mlly.22807 IP CfS Declaratory Ruling. IP 
CTS is, xot-a'$bdkor-y-foEm'of TRS, ad, pk$ant tofthe 200718 6'3' Declarutory Ruling, is compensated at the 
E'Reiay rate. Id. , 22 FCC? Rcd at 390, p#a. 26. . 
8 IP Relay is a text-based f o p  of VS that uses [the Internet, rather than the PSTN, for the link of the'call between 
the c&y user ahd-the"C.A. 5ee.Provision of Improved Teleco@m@nicatipns RelGy Servicds qnd Speech-to:Speech 
Services foF Individuals. with Heal;ing and Speealt,Distz%ilities,. CC'Dicket Ho.- 98-67, Deblaratory Ruling and 
Second Further Notice of Proposed Rulemking~ 17 FCC Rcd 7799 (April 22,2002) (IP p l a y  Declaratory Ruling). 
IP Relay is not a mandatory form of TRS. .See 2004 TRS Report & Order, 19 FCC Rcd at 12564, paras. 231-32 

CTS is a form of TRS generally used by someone who can speak and has some resid& hearing. A special 

Telecommunications Relay Services, and Speech-to-Speech Services fo,r Individuals with, Hearing and Speech . ,  

, I t  -.. J' " 
, \  , , , , ,  

I . .  .$ I! 
I I ,  

' 

(ra+ing issue whether Lp Relay should be a mandatory service), , 
1 

. I  i: _ I  

!I 
VRS is a form of TRS that that enables the VR@user.aYd the CA to c o p n i c a t e  via a video link in sign language, 

rather than though text. @S presentlyyequires a:)xoadbandIntenet c+~cti6g. See 2&0 TRS Order, 1.5 FCC 
Rd& at'5152-54, paras.?21:27 (recqgnizing-VRS a5 a ~o$mld.f.hB);, $7 C.F,R; 0: 64.601(1$ (defining VRS). VRS is 
not a mandatory "form of TRS. ' See 2004 TRS Rekort &. Orb!&-, i'9 FCe Rcd at 12567-68, paras. 243-45 (raising 
issue whether VRS sipdd be a maq@a$.ory.seryioci), ii ' I1 

10 The-effective '- dabof this Order with respect to)the 2007-2008 r?tFs f+p;yd pursuant to !the new cost reoovery 
methodologies is 30 days after publicationin the Federd Re.S;is"tkr.' ;Sea zy,a pka. 111. /I 

3 
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the 2007-2008 Fund year on the first day of the month following the effective date of this 
Order. 

-+ 

. ,e:$ i 

For interstate CTS and interstate and intrastate IP CTS, we adopt the MARS plan rate of 
$1.629 per-~nute based on the states' compeiiiively bid compensation rates f&-,trastate 
captioned telephone service. This rate shall be effective for the remainder o;t: thd 2007-2008 
Fund yea! on the first day of the month following the effective date of this Opder. 

For interstate and intrastate IP Relay, we adopt the rate of $1.293. This rate shall be effective 
for the 2007-2008 through 2009-2010 Fund years, subject to annual adjustment as set forth 
below. 

, I  

0 

l1 On June 29,2007, the Consumer & Governmental Affairs Bureau (CGB) released the.2007-2008'T.RS rate order, 
extending. the 2006-2007 per-minute rates but adopting a new Fund size and carrier contribution factor. ,See 

Qisal$lities, CG DocketNo. 03-123,0rder,,22 FCC Rcd 11706 (June 29,2007) (2007 Bureau TRS Rate Order). 
A@ggh ,we are adopting new rates for certain fervises, we do not in this Order amend the Fund size or carrier 
. contribution factor. If necessary; we will mke'an appropriate adjustment later in the Fund year to account for these 
revised rates, or doso in conjunction with the revised chier bilhng that wili be necessary as a result of the recent 
order.-requirin&hferconn$cted V3P providers tocontrithe to the Fund. See IP-Enabled Services, W C  Docket No. 
04-36; 2mplementatian of Sections 25.5 and 251(a)(2) of The Communications Act of 1934, as Enacted by The 
Telecommunications Act of1996: Access to Telecommunications Service, Telecornrnun?cations Equipment and 
Customer Premises Equipinent by Persons with Disabilities, WT Docket No. 96-198, Telecommunications Relay 
Seryices and Speech-to-Speech Services for Individuals with Hearing and Speech Disabilities, CG Docket No. 03- 
123, The, Use orfN:lJ @Dd& ana' Other Abbreviated Dialing'Arrang,ements, CC Docket No. 92-105, Report and 
Order, 22.FCCiRcd. 11275 '(June 15,2007) (Sections 225/255 VolP Order). 

l2 See"2006 TRS Cost Recovery F N P W ,  21 FCC Rcd at 8381-84, paras. 2-6. Recent TRS compensation rate orders 
include: 2007$ureau TRS,Rate Order; Telecommunications Relay Services and Speech-to-Speech Services for 

, Individuals with Hearing and Speech Disabilities, CG Docket No. 03-123, Order, 21 FCC Rcd 7018 (June 29,2006) 
(2006 Bureau TBS Rate Order); Telecommunications Relay Services and Speech-to-Speech Services for Individuals 
with Hearing and Speech DisabiZities,'CG Docket No. ,03-123, Order, 20 FCC Rcd 12237 (June 28,2005) (2005 
TRS Rate Order); 2004 Bureau TRS Rate' Order; Telecommunications Relay Services and Speech-to-Speech Services 
for Individuals with Hearing and Sbeech Disabilities, CC Docket No. 98-67, Order, 18 FCC Rcd 12823 (June 30, 
2003) (2003 Bureau TRS Rate Order). 

l3 ,See 47 U.S.C. 0 2ZS(d)( l)(D); 47 C.F.R. 0 64:604(c)(4). 

Telecommunications Relay Services and Speech-to-Speech Services for Individuals with Hearing and SReech , I  
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I .  

0 For interstate and intrastate V X ,  we adopt the following rates and tiers: (1) for the first 
50,000 monthly minutes: $6.77; (2) for monthly minutes between 50,001 and 500,000: 
$6.50; and (3) for monthly minutes above 500,000: $6.30. The VRS rates shall be effective 
for the 2007-2008 through 2009-2010 Fund years, subject to annual adjustment as set forth 
below .l 

I1[. BACKGROUND 
A. 
3. 

The Provision and Compensation of TRS 
The 2006 TRS Cost Recovery FNPRM and prior orders have set forth in detail the 

evolution of TRS and the compensation of providers from the Fund for the various forms of TRS, and 
therefore we do not repeat that history here.12 We note, however, that Congress mandated that TRS users 
cannot be required to pay for the service costs of using TRS. Specifically, Congress provided that TRS 
users cannot be required to pay rates "greater than the rates paid for functionally equivalent voice 
communication services with respect to such factors as the duration of the call, the time of day, and the 
distance from point of origination to point of terminati~n."'~ Therefore, the cost of relay facilities, and 

4 
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the relaying of the calls, cannot be-passed on to consumers of TRS, since doing so would result in TRS 
users paying rates greater than those for similar voice telephone calls. 

As a result, Section 225 creates a cost recovefy reghe whereby providers of TRS are 
compensated for the$ costs of providing TRS.!4 Section 225 provides that thd,'"costs caused by" 
interstate TRS "shall be recovered from all subscribers for evely interstate service," and the "costs caused 
by" the provision of intrastate TRS "shall be recovered from the intrastate jiU;isdicti~n."'~ With respect to 
interstate TRS, contributions are collected from the common carriers providing interstate 
telecommunications services to create the Fund from which eligible TRS providers may be 
compensated.16 

the basis of a per-minute compensation rate.17 This rate is not a "price" that is ;charged to, and paid by, a 
service user, but rather is a settlement mechanism to ensure that providers are compensated from the Fund 
for their reasonable acmal costs of providing service. Presently, compensatiodirates are determined 
annually based on the providers' projected cost and minutes of use data for a t+o-year period.," This data 
is submitted to the Fwid administrator, presently the National Exchange Carrier Associdtion (NFCA), 
which then calculates the average per-minute compensation rate for the various forms of TRS and submits 

4. 

5. Under the present interstate cost recovery methodology, providers are compensated on 

~~ ~~ 

l4 47 U.S.C. 0 225(d)(3). 
l5 47 U.S.C. 0 225(d)(3)(B); see also 47 C.F.R. 0 64.604(c)(5)(ii). No specific funding method is required for 
intrastate TRS or state TRS programs. States generally recover the ,msts;of intrastate TRS either through rate 
adjustments or suroharges assessed on all intrastate end users, &d reimbwse,TRS providers direetly'f0r;thej.r 
intrastate TRS costs. Most states presently select one provider to offer TRS within the state. On aninferim basis, 
the costs of providing inQastate YRS, IP&$ay; and IP CTS .are prese$tly combensatid ?om the Interstate TRS 
Fund. See 20bO TdS 'order, "15 FCC Rcd at 5154, para. 26 (addressing VRS); IP Relay Declaratoly Ruling, 17 FCC 
Rcd at 7786, para. 20 (addressing IP Relay); IP CTS DeclaratoV$u@qg, 18 FCC Rcd at 16125, para. 10 (addressing 
IP CTS). The .@sue of separation of costs relating to the provision of IP Relay and VRS lis pending pursuant to the 
FNPRMin the 2004 TRS Report & Ordeg,. See 2004 TRS Repoft & (%der, 1.9 FCC Rcdj'at 12561-65, paras. 221-30 
(E' Relay), 12565-67, paias. 234-42 (VR8). 

revenue and &eontribution faator heterminea ahuallyJbf! the Cnon&ssion. 47 C.F.R. 0 64.604(c)(5)(iii). As noted 
qbove, intercqpnected.VoE providers are now also required to con&te to the Fund.' &e supra note 11; Sections 

, 

, 

t .. 1 

\ l6 The amount of each carrier's ogntribution is the pi;odfict ofthe c,m!er's interstate endlpser teleconjmunkations 

2252255 VoIP <Order. k 

17,- (?ompensation is presently based OF DeJ-minute rates adopted ea& year by,the Codss ion  for the following July 
l'to June 30 Fynd year. There, are c ~ e p t l y  fom'different cbmpensatiob rates for the different forms,of TRS: 
tiaditional'TRS, IP Relay, STS, and VRS. See 2006'Buretzu@RS~Ri& @-der, d.1 FCC R6d at 7024-25, paras. 17-18 
(adopting separate rates, for traditional TRS and PRelay)' .TI&&aditic$rial TRS,rate a@pGes to Spanish Relay service 
and bciptioned telepkonp s,&vice. Presently, the E' Relay rate applies to lP CTS: See 2007'IP CTS Declaratory 
Ruling, 22 FCC Rcd at 360, para..26. I; 

See 47 C.F.R. 0 '64~604(c~(5)(iii}(C). 

5 
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the rates to the Cornmission for appr~val.'~ The Commission (or Bureau)20 issues a rate order each year 
by June 30, either approving or modifying these rates.21 

, I  

only one compensation rate - the rate for traditional TRS. That has not been the case, however, in more 
recent years, particularly with respect to VRS. As a result of the 2000 TRS Order, in 2000, the first VRS 
compensation rate was adopted, $5.143:' The rate subsequently rose to $17.04 per-min~te?~ and as a 
result the number of providers offering this service increased. Tn more recent years, the Commission 
disallowed some of the providers' submitted costs (in particular, profits or mark-ups on expenses) and the 
VRS rate has been in the six or seven dollar per-minute range." 

(compared to those for the other forms of TRS), the Fund has grown from approximately $40 million in 
2000 to over $550 million for the 2007-2008 Fund year. Over $430 million of this $550 million, or 
nearly 75 percent, is attributable to VRELZ As we have noted, carriers offering interstate 
telecommunications services contribute to the Fund, and these costs are generally passed on to their 
consumers. 

B. 
8. 

7. As a result of the increased use of VRS and its relatively high compensation rate 

The 2006 TRS Cost Recovery FNPRM 
Because the annual determination of the TRS compensation rates has presented a variety 

of regulatory and administrative challenges under the present methodology, in the 2006 TRS Cost 
Recovery F N P M ,  the Commission sought comment on a range of issues concerning the compensation of 

See, e.g., NECA, Interstate Telecommunications Relay Services Fund Payment Formula and Fund Size Estimate, 
CG Docket No. 03-123, filed May 1,2007 (2007 NECA Filing). The regulations provide that the Fund 
administrator shall administer the Interstate TRS Fund and oversee both the collection of contributions paid into the 
Fund and the compensation of TRS providers from the Fund. See 47 C.F.R. 0 64.604(c)(S)(iii). 

2o Some rate orders have been at the Commission level, and some have been at the Bureau level.. See supra note 12 
(citing orders). 

Id.; see, ~ g . ,  2006 Bureau TRS Rate Order (mostrecent order adopting annual per-minute compensati,on rates 
based on providers' .projeiied costs and n$utes of use); 2003 Bureau TRS Rate Order, 18 FCC Rcd at 12836, para. 
37 (disallowing certa@costs and adopting a modifiedrate). 

"See  generally2003 Bureau, TRS Rate Order, 18 FCC Rcd at 12830, para. 18 11.52 (setting forth history, of VRS 
compensation rates). , .. 

'' Id.; see also wsvw.neca.org (Resources, then TRS) (chart of the history of all TRS compensation rates). 

*Id.; 2004 Bure&'TRS Order, 19 FCC Rcd at 12237-41 paras. 35-46 (addressing cost disallowances and 
challenges to the adoption of the 2004-2005 compensation rates); 2005 TRS Rate Order, 20 FCC Rcd at 12246-48, 
paras. 23-28 (adopting 2005-2006 VRS rate based on median rate of the providers because record reflected that the 
average rate would unfaidy penalize most providers and providers' cost projections may have been based on various 
levels. of service quality);: 2006 Bureau TRS Rate brder, 21 FCC Rcd at 7027, paras 28-29 (freezing the 2005-2006 
VRS rate for the 2006-2007 Fund year because, in part, of the providers' difficulty in accurately predicting minutes 
of use); 2007 Bureau TRS Rate Order (extending the 2006-2007 rates); 2004 TRS Report & Order, 19 FCC Rcd at 
12537-52, paras. 163-200 (addressing challenges to the 2003-2004 compensation rates, including disallo-ances for 
profit, engineering costs, atid labor costs); 2006 Order on Reconsideration (addressing challenge to 2003,2004 VRS 
role); Telecommunications Relay Services and Speech-to-Speech Services for Individuals with Hearing and Speech 
Dilrabi1ities;CG Docket No. 03-123, Memorandum Opinion and Order, 21 FCC Rcd 8063 (July 12,2006) (2006 
MO&O) (addressing challenge to 2004-2005 TRS rates). 

25 2007 Bureau TRS Rate Order, 22 FCC Rcd at 11714, para 27; 2007 NECA Filing at 21 (estimating 65 million 
8 ,  

minutes of Qse for VRS for the 2007-2008 Fund year). , ,  

, I  
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relay providers from the Fund?6 More particularly, the Commission sought c o p e n t  on four issues: (1) 
the adoption of an alternative cost recovery methodology for traditiondTRS, SS, andp Relay based, in 
Some fashion, On HalllihOn’S MARS plan”?; (2) the adoption of an alternative cost recovery methodology 
for VRS; (3) whether certain types of costs are appropriately compensable from the Fund, and if so, the 
nature and extent of such costs; and (4) the management and administration of the Fund, including ways 
to combat waste, fraud, and abuse. 1 

1. ., Cost Recovery Methodology for Traditional TRS, &TS, and IP Relay 
The Commission first sought comment on adoption of the M A R S  plan for determining 

the compensation rate for traditional TRS, as well as for STS and IP Relay.28 A s  the C o d s ‘ s i o n  
explained, under the M A R S  plan, the interstate traditional TRS rate would be cpculated based on a 
weighted average of ~e intrastate TRS rates paid by the states.” The Commission sought c o b e n t  on 
whether the MARS plan, because it is based on competitively bid state rates, would provide for a more 
efficient provision of service and result in a fairer, more reasonable compensation rate. The Commission 

26 We note that some coniments filed in response to NECA’s 2006 and 2007 filings of proposed compensation rates 
for the 2006-2007 Fund year by providers reflect dissatisfaction with the rate setting process, as well as with the 
proposed rates. See NEEA, Interstate Telecommunications Relay Services Fund Payment Formula and Fund Size 
Estimate, CG Docket No.’03-123, filed May 1,2006 (2006 NECA Filing); 2007NECA Filing; Sprint Nextel 
Corporation (Sprint Nextel) Comments (May 17,2006) at 1-2; Communication Services for the Deaf, Inc. (CSD) 
Comments (May 17,2006) at 6-8; Hamilton Comments (May 17,2006) at 8-9; Hands On Video Relay Services, 
Inc. (Hands On) Reply Comments (May 24,2006) at 17; CSD Reply Comments (May 24,2006); see also 
Telecommunications for the Deaf, Inc., National Association of the Deaf, Deaf and Hard of Hearing Consumer 
Advocacy Network, and California Coalition of Agencies Serving the Deaf and Hard ofiHearing (collectively, 
Consumer Groups) Reply Comments (May 24,2006); TRS Advisory Council Ex Parte comments (July 21,2006). 
Further, exparte letters were filed by KPS Consulting on behalf of Utratec (May 9,2007); Ruth Milkman on behalf 
of Sorenson (May 11,2007); Francis Buono on behalf of Sprint Nextel, Sorenson, and Snap!VRS (May 11,2007); 
KF’S Consulting on behalf of Ultratec (May 16,2007); Ruth Milkman on behalf of Sorenson, Sprint Nextel, and 
Snap! VRS (May 23,2007); Toni R. Acton on behalf of AT&T (May 23,2007); Bob Segdman and Rebecca Ladew 
(May 24,2007); Ruth Milkman on behalf of Sprint Nextel, Sorenson, and SnaplVRS (May 31,2007); Ruth 
Milkman on behalf of Sprint Nextel, Sorenson, and Snap!VRS (June 1,2007); Ruth Milkman on behalf ,of Sprint 
Nextel, Sorenson, and Snap!VRS (June 1,2007); George L. Lyon, Jr. on behalf of HOVRS (June 5,2007); KPS 
Consulting on behalf of Ultratec (June 6,2007); (KPS Consulting on behalf of CSDVRS, HOVRS, GoAmerica, and 
CACDHH-VRS (June 12,’12007); Eliot J. Greenwald on behalf of TDI (June 15,2007); David A. O’Conner on 
behalf of Hamilton (June 15,2007); David A. O’Conner on behalf of Hamilton (June 15: 2007); Ruth Milkman on 
behalf of Sprint Nextel, Sorenson, and Snap! S (June 15,2007); KPS Consulting on behalf of CSDVRS (June 16, 
2007); Eliot J. Greenwald on behalf of TDI (June 20;2007)’; Aileh A. Pisciotkt on behdf of Speech 
Communication Assistance by Telephone, Inc. (SCT) (June 22,2007); George Lyon, Jr.\,on behalf of HOVRS (June 

2007) (cofrected version); .%eorge.Lyon, Jr. on behalf of HH’bWS (July-5,2007); George Lyon, Jr. Ex Parte on 
behalgof HO-S (July P1,L200%)):Bob &gal-man (July 17,2007); KPS Consulting on byhalf of CSDVRS (July 19, 
2007);.David A. O’Conneron behalf of Hamiltiin (August 10,’2007); Ruth Milkman on behalf of Sprint Nextel, 
Snap, ang Sorenson (August 10,2007). 

27 The Commission noted that the compe&ation,rate for traditional TRS applied to captiqned telephone service. 
2006 TRS Cost Recovery FiV&+M, 21 FCC Red-at 83.87, para, 17, &tp.5,9, .Therefore, the $006 TRS Cost Recovery 
F N P W  did not expressly address the cost recovery methodology fm captioned telephone service. But see id., 21 
FCC Rc&,at 8386, para. 13 (seekbig comment on.whether the MABS plan should apply to traditional TRS “and 
possibly other forms of’TRS; such as STS”). Fuither, at this time, IP CTS had not yet been recognized as a form of 
TRS . (: 

28 Id., 21 FCC Rcd at 8385_’88,.paras. 9-19. 

29 Id,, 21 FCC l W a t  8385;,para. 9’: In contrast, the presentmethodology is based on projkted cost and demand 
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also sought comment on various details of how,the MARS plan might be implemented, including 
reconciling state compensation rates based on session minutes rather than conversation minutes: whether 

hdividud state rates should be weighted by a state's total minutes of use, so that states with relatively 
high rates and low minutes. of use do not skew the average?2 

The Commission also sought comment on the application of the MARS plan to STS?3 
Because many states compensate intrastate traditional TRS and intrastate STS at the same 
NECA recommended that the Commission consider adopting one rate that would apply to both STS and 
traditional TRS?5 the Commission sought comment on whether the same rate should apply to both 
traditional TRS and STS?6 Finally, the Commissiofi sought comment on whether the traditional TRS, 
STS, and.IP Relay rate@) should continue to be set for a one-year period or whether a longer rate period 
might be appr0priate.3~ \ 

2. 
Although the Commission has sought comment several times on the appropriate VRS 

factors m i g h t w ~ ~ ~  excluding a pd~cUlar state's rate from the caIculation,3' and whet& the 

, ,  

10. . 

and 

Cost Recovery Methodology for VRS 
11. 

cost recovery methodology?8 it concluded that because of the continued sharp growth in the use of VRS, 

30 Id., 21 FCC Rcd at 8387, para. 14. As the Commission noted, presently the Fund compensates providers for 
conversation minutes (or completed minutes), which are measured by conversation time between the calling and 
called party. Conversation minutes do not include time for call set-up, ringing, waiting for the called party to 
answer, or call wrap-up, and do not encompass calls that reach a busy signal or are not answered. Session minutes 
include all the time the CA spends on a call to the relay center, i.e., from the time the call is connected to the CA, 
regardless of whether the called party answers the call. Id., 21 FCC Rcd at 8385, para. 9 n.41. 

31 For example, if a state rate is based on the interstate rate, inclusion of that state's rate into the MARS plan would 
be circular. See id., 21 FCC Rcd at 8387, para. 15. 

32 Id., 21 FCC Rcd at 8387, para. 16. 

33 Id., 21 FCC Rcd at 8387-88, para. 17 (also noting that STS is a mandatory form of TRS and states compensate 
providers for intrastate STS calls). The compensation rate for traditional TRS presently also applies to Spanish relay 
and captioned telephone service. 

34 See generallj 2006 NECA' TRS Rate Filing at 17. 

35 Id. 

36 2086 TRS Cost Recovery FNPRM,'21 FCC Rcd at 8388, para. 18. 

37 Id., 2LFCCbRcd at 8389,para. 23. 

3g Id., 21 FCC.Rcd at 4389-90, p&a. 24; see generally 2000 TRS Order, 15 FCC Rcd at 5152-56, paras. 22,26-27, 
32-33 Xdirepting the YRS Advisory Council to develop cost recovery guidelines for VRS; the Council recommended 
using the s&ie meth6dology for VRS as used for traditional TRS); Telecommunications Sewices for Individuals 
with Hearing. and Spiech Disabilities, Recommended TRS Cost Recovery Guidelines, Request by Hamilton 
Telephone Company for  Clarification and Temporary Waivers, CC Docket No. 98-67, Memorandum Oflinion and 
Order and Further Notice o3.Proposed Rulemaking, 16 FCC Rcd 22948,22958-60, paras. 30-36 (Dec. 21,2001) 
(declining to .adopt a permanent cost recovery methodology for VRS and seeking additional comment on this issue); 

,2004 TRS Report & Order; 19 FCC Rcd at 12487-90, paras. 17-24 (declining to adopt a permanent cost recovery 
'methodology for VRS), at 12565-67, paras. 234-40 (FNPRM seeking additional comments and noting that although 
the Commission had previously sought comment on this issue, the relative infancy and unique characteristics of 
VRS made it difficult to determine what the appropriate cost recovery methodology should be). In response to the 
2004 TRS Report and Order's FNPRM, six VRS providers filed comments. CSD Comments (Oct. 18,2004); 
Hamilton Comments (Oct. 18,2004); Hands On Comments (Oct. 15,2004); MCI Comments (Oct. 18,2004); 
Sorenson Gomhents @cti 18,2004)i Sprint C o h e n t s  (Oct. 18,2004). Four providers supported the use of the 
comp,ensation methodology currently in use for VRS and all other forms of TRS. Commenters general19 opposed 

' 

/ 

(kontinued.. .) 
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open issues concerning what costs may appropriately be included in determining the compensation rate 
under the current methodology, and the providers’ difficulty in accurately forecasting demand?’ it was 
appropriate to seek additional comment on this issue:’ The Commission emphasized that it was 
p&cUlarly interested 
providers, and be consistent with the principle that providers are entitled to their “reasonable” actual costs 
of providing service!l The Commission therefore sought comment on whether modifications should be 
made to the current methodology, or whether a new methodology should be adopted. The Commission 
proposed various new methodologies, iincluding compens‘ating each provider based on the provider’s 
actual, reasonable costs, seeking competitive bids?2 or using a true-up based on each provider’s 
reasonable actual costs. 

With respect to use of a true-up, the Commission sought comment on whether providers 
should be re uired to reimburse the Fund for any amount by which their payments exceed reasonable 
actual costs? The Commission also sought comment on whether “the VRS compensation rate should be 
set for a two-year period, rather than a one-year period.”44 

adopting a methodology that would result in more predictability for the 

. 

12. 

3. “Reasonable” Costs Compensable from the Fund 

The Commission noted that NECA’s Data Collection Form sets forth categories of costs 
related to the provision of TRS for which providers may seek c0mpensation.4~ The Commission sought 
comment on the nature and extent to which certain types of costs may be compensated from the Fund 

13. 

~ ~~ ~ 

(. , .continued from previous page) 
NECKS method of reviewing the providers’ projected cost and demand data, including the disallowance of certain 
expenses. See generally 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd at 8390-91, para. 26. 

39 Based on its review of the providers’ filings for the 2006-2007 Fund year, the Co@ssion expressed concern that 
the providers’ data reflected virtually no growth in the projected use of VRS in 2006 and 2007. See 2006 Bureau 
TRS Rate Order, 21 FCC Rcd at 7022, para. 1.1 (citing 2006 NECA Filing at Ex. 1D). In fact, the use of VRS has 
continued to rapidly rise in the 2006-2007 Fund year: fiom 3.2 million minutes in January, to 3.6 million minutes in 
July, to over 4.2 million minutes in December, and to nearly 5.3 million minutes in May 2007. See 2007 NECA 
Filing; www.neca.org (Resources, then TRS) (monNy reports of minutes of use). 

40 See 2006 TRS Cost Recovery F N P W ,  21 FCC Rcd at 8391, para. 27. The Commission also noted that since 2004 
the Commission has adopted VRS speed of :answer and int&operability requirements, which may affect cost 
recovery issues. In,ad@.tion, the GomrnissionnQted that it recently peymitted ehtities desiring to offer VRS to be 
certified by the Commission, which it expected would resultin new VRS providers offeking service, mapy of which 
will not be traditional telephone companies and therefore may present unique cost issues,. Id. 

41 Id., 21 FCCRcd at 839lj;para.t38. 

42 Id., 21 FCC Rcd at 8389-92, paras. 24-29. The Commission noted that many states a*ard contracts for the 
provisiqof intrastate TBS! to a single provider h0bgh.a competitive bidding process, which, as noted above, is the 
basis for the.MARS plan. Id., 21 FCC Rcd at 8391jdp’ara. 28 11.82. 

43 The Commission noted that the providers’ demand forecasts for VRS have generally been significantly lower than 
actual demand, and under the current cost recovery methodology, when demand is underestimated, &e 
compensation rate will betigher, resulting in potentia! overcompensation, for actual minutes. Id., 21 FCC Rcd at 
8392, para. 29. The Commission also noted that it previously soqght coripent in 2004 6n whether the VRS cost 
recovery methodology should include’a ttue-up: fd., 21 FC@-Ro“a at 8392, para. 29 n.83j(seeking comment on 
whether VRS ,&ght be compensated by $!a lumpmp payment or periodic payments of dFtimated actual costs with a 
‘true-up’ at the end of the fund year” (quoting 2004 TRS Report & Order, 19 FCC Rcd at 12565-66, para. 236)). 

The Commission also sought comment on uiliether the VRS compensation rate should; be set for a two-year or 
longer period, rather than a one-year period. Id.,‘21 FCC Rcd at 8392,baras. 30. 

45’See 2006 NhCA Filing at Appendix A. 
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consistent with Section 225, including marketing and outreach expenses:‘ overhead costs, legal and 
lobbying expenses, start-up expenses, and executive compensafion:’ 

14. The Cornmission also sought comment on whether provider cost and demand data should 
be made public to make it easier for providers and the public to comment on the reasonableness of the 
rates?’ The Commission noted that it has honored requests by providers submitting projected cost and 
demand data to treat that information as confidential and, as a result, the Commission addresses such data 
only in the aggregate or in some other way that does not reveal the individual data of a particular 
provider?’ The Commission also recognized that this approach makes it is difficult for providers and the 
public (including carriers providing interstate telecommunications services that pay into the Fund) to 
comment on the reasonableness of the rates?’ As a result, the Commission sought comment on whether 
the providers’ projected (and/or actual) cost and demand data, or particular categories of the cost and 
demand data, should be made public, and on other ways to make the rate setting process more 
tran~parent.~’ 

4. 
Finally, the Commission sought comment on the steps it might take to ensure the 

Management and Administration of the Fund 
15. 

integrity of the Fund and that compensation is paid consistent with the statute. Specifically, the 
Commission sought comment on the oversight of the Fund administrator, the oversight of the providers, 
and ways to deter waste, fraud, and abuse?2 The Commission emphasized that it sought to ensure that 
“with the number of providers and number of minutes of use continuing to increase, particularly with 
respect to VRS and IP Relay, the Fund compensates providers only for legitimate minutes of use provided 
in compliance with the mandatory minimum standards, and that the compensation rates are based on 
accurate demand and cost data.”53 

III. REPORT AND ORDER 
A. TRS Cost Recovery Methodologies 

1. The Cost Recovery Methodology for Interstate Traditional TRS, Interstate 
STS, Interstate CTS, and lP CTS -the MARS Plan 
a. Adoption of the MARS Plan 

16. As discussed more fully below, we adopt a cost recovery methodology for interstate 
traditional TRS, interstate STS, interstate CTS, and interstate and intrastate IP CTS based on the MARS 
p l p  - i.e., a weighted average of competitively bid state rates. We believe that this approach will 

4‘ In the 2006 NECA Filing, ccmarketing/advertising’y was described as “[e]xpenses associated with promoting TRS 
services within the community.” “Outreach” was described as “[elxpenses of programs to educate the public on 
TRS.” See id. 

47 See 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd at 8393-97, paras. 33-42. The Data Collection Form 
explicitly includes some of these cost categories, and implicitly includes others. See generally 2006 NECA Filing at 
Appendix A. 

48 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd. at 8397, paras. 43-44. 

49 Id., 21 FCC Rcd at 8397, para. 43 (citing 2004 Bureau TRS Order, 19 FCC Rcd at 12232, para. 18 n.57); see also 
47 C.F.R. 5 64.604(c)(5)(iii)(I) (generally providing that Fund administrator shall keep all data confidential), 

50 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd at 8397, para. 43. 

51 Id., 21 FCC Rcd at 8397, para. 44. 

52 Id., 21 FCC Rcd at 8398-99, paras. 45-49. 

53 Id., 21 FCC-Rcd at 8399, para. 49. 
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simplify the rate setting process and result in more predictable, fair, and reasonable rates. We will 
calculate one MARS rate applicable to both interstate traditional TRS and interstate STS based on state 
rates for intrastate TRS and STS (which are generally the same); we will adopi a separate,MARS rate for 
interstate captioned telephone service and IP CTS based on state rates for intrastate captioned telephone 
service. 

17. Presently, the compensation rates are based on a weighted average of the providers’ 
projected minutes of use of the service, and their projected costs of providing these minutes, for a future 
two-year peri0d.5~ This methodology has several inherent drawbacks. First, the resulting rate is only as 
accurate as the providers’ projected minutes of use and costs. Providers have an inherent incentive to 
submit higher, rather than lower, costs to ensure the compensation rate is as high as possible to cover their 
costs and presumably make a profit.” For the same reason, they have an incentive to underestimate 
minutes of use?6 We also recognize that, under the present cost recovery methodology, the resulting rates 
do not correlate precisely to any of the provid,ers’ actual costs. 

We believe the M A R S  plan, because it is based on competitively bid state rates, produces 
a rate that better approximates providers’ reasonable dosts, and therefore promotes the efficient recovery 
of all costs. Further, the M A R S  plan eliminates the costs, burdens, and uncertajnties associated with 
evaluating, correcting, and re-evaluating provider data?7 

methodology for at least some forms of TRS?* Hamilton, the proponent of the plan, states that the 
MARS plan is easy to implement, offers regulatory certainty, and more closely approximates providers’ 
reasonable costs than the current rate methodology or any other methodology suggested in the 2006 TRS 
Cost Recovery FhJPRA4?9 Hamilton further asserts that detailed cost calculations for categories such as 
marketing, outreach, legal costs, lobbying costs, executive compensation, and overhead costs would be 
unnecessary under the M A R S  plan, because the plan relies on competitively based state rates!’ Hamilton 
explains that because the Commission certifies each state’s TRS program, the individual state TRS 

18. 

19. Most commenting providers support using the MARS plan as the cost recovery 

~~~ 

54 In other words, the determination of the rate for the July 1,2007, to June 30,2008, Fund year is based on the 

55 This is true even though; when actually offering service, providers have an incentive to minimize thec costs, since 
psesently they are compensated at the weighted average national rate regardless of their actual costs and therefore, in 
effect, earn “profit” on the difference between their actual costs and the compensation rate. 

56 See supra note 39 (noting that the providers’ filings for the 2006-2007 Fund year reflected virtually no growth in 
the proje.cted minutes of use of VRS, but in fact VRS minutes have continued to grow rapidly). 

57 See. Hamilton Comments at 6-7.‘ In f.his regard, we will no longer require traditional k S ,  STS, CTS, and IP CTS 
providers to file the annQal cost and demand data reports wiJh the.Fqndvadministrator, as jthey have in the past. They 
will, however, have to file data related to state traditional TRS and STSrates, as dicussed, below. 
58 In addition to Hamillton,.~ommenters supporting the MARS plan include Hands On, Verizon, AT&T, and 
Ultxatec. See, e.g., &Hands On Coqents  at 4-9 (supporting MARS plan for traditional TRS, STS, and Ip Relay, but 
not VRS); Verizon Comments at 7 (supporting MARS plan on:ly$orlrafitional TRS); A$&T Reply Coxxpnents at 2 
(suppwting MARS plan only for traditional TRS); Ultratec Reply Comments at 1-2 (supporting MARS plan for 

59 Hamilton Comments at 2. Verizon notes that “the relatively large number of competitors and the considerable 
?umber of bjdding opportunities provide the Commission with a wetilth of information al3out the appropriate 
competidve rates f~ i : ,pro~~~~g. :~adi t ional .TRS in spe?ific, competitive state marlarlarlarlarlarlarlarlarlarlarlarlarl.” Verizon Comments at 3; see 
also Hamilton Reply Comments at2 (noting Verizon’s’cominents). 

I providers9 :projected minutes of use and costs for calendar years 2007 and 2008. : 

captioned telephone service), I 

/I 

Hamilton Comments at 7; I 
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programs’ costs are “presumptively reasonable” and should be deemed not to include extraneous costs.61 
Hamilton also notes that the MARS plan accounts for states with low TRS rates as well as those with high 

P Relay and possibly captioned telephone service.63 

Verizon and AT&T support the M A R S  plan for traditional TRS, but not for STS, IP 
Relay, or VRS because there are no “market-based rates” for these ~ervices.6~ Verizon asserts that, for 
traditional TRS, setting an interstate rate based on a weighted average of intrastate rates will yield an 
“accurate, market-driven rate sufficient to cover provider costs while encouraging effi~iency.”~~ AT&T 
asserts that “[tlhe competitive bidding process necessarily encourages providers to minimize costs and 
increase productivity.yy66 Ultratec supports the MARS plan for captioned telephone service, but states that 
the rate should be based on state captioned telephone rates rather than state traditional TRS 

We disagree with Sprint Nextel’s opposition to the M A R S  plan for traditional TRS and 
STS.6’ Sprint Nextel asserts that the MARS plan would create new burdens and uncertainties, including 
developing and applying appropriate weighting factors and ensuring that call minutes are treated 
con~istently.~~ As outlined below, we do not believe that this will be the case; in any event, particular 
facets of the MARS can be adjusted in future years if necessary. Sprint Nextel also argues that rates 
based on state rates - even competitively bid state rates - may not be based on efficient costs?’ Although 
it is possible that some individual state rates may be relatively high because of inefficiencies or specific 
state requirements, we anticipate that the overall effect of any such rates on the final MARS rate will be 
minimal because of the large number of state rates (some relatively high, some relatively low) that will be 
averaged together?l Sprint Nextel further argues that there is no certainty that the M A R S  plan will lead 

20. 

\ 

21. 

Hamilton Ex Parte (Feb. 12,2007) at 1. 

62 Id. 
63 See generally Hamilton Comments at 2-8; see also Hamilton Reply Comments at 4-9. 

64 See Verizon Comments at 1-8; see also AT&T Reply Comments at 3 (stating that it supports Verizon’s approach, 
but also that it “could” support the MARS plan for IP Relay). Hamilton asserts, however, that the MARS rate can 
apply to IP’Relay and STS because the costs are “virtually the same as traditional TRS.” See Hamilton Reply 
Comments at 2. 

65 Verizon Commenp at i; 

67 Ultratec Reply Comments at 2 (noting that “[tlhe market-driven, competitively based rate that would come out of 
this process would be both reasonable and meet the telecommunications needs of consumers, because it will draw o m  
the expertise and analysesof all the states providing [captioned telephone service]”); see also Hamilton Reply 
Comments at 7 (a separate MARS rate can be oalculatekl for captioned telephone service because states generally 
contract separately fpr that service); Sprint Nextel Mar. 13,2007 Ex Parte (although opposing the M A R S  plan, 
arguing that if it is adopted, a separate MARS rate for captioned telephone service should be adopted). 

See Sprint Nextel CoAents at 7-8. See generally Sorenson Comments at 58-59 (opposing MARS plan for VRS 
and IP Relay because there is no state data for these services upon which to base a rate). CSD, the Joint Consumers, 
the Joint Providers, and the FL PSC do not address the MARS plan. 

69 Sprint Nextel Comments at 8; see also Sprint Nextel Mar. 13,2007 Ex Parte. 

70 Sprint Nextel Comments at 8 (asserting, for example, that if a ‘‘state insists that the provider open a relay center in 
the state so as to create jobs for ijF@i.zens rather than .allow the provider to handle the state’s TRS traffic at a 
regional center located outside of the state,” costs may be higher). 

71 See Verizon Comments at 5. 

AT&T Reply Comments at 2. 
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~ to lower rates?2 Our mandate, however, is not to achieve any particuh rate level, but to ensure that the( 
rates correlate to actual reasonable costs and that the process of determining the rates is fair, efficient, and 

I 

predi~table.7~ I .  

22. S p h t  Nextel also asserts that the Commission does not have the authority to implement 
the MARS plan because it constitutes a delegation of the Commission’s respo+ibilities under Section 
225 to the ~tates.7~ Sprint Nextel asserts that if the MARS plan is viewed as a delegation to the states of 
the Commission’s responsibility under Section 225 to set interstate TRS compensation rates, “it would be 
beyond the Commission’s authority to adopt,” citing USTA v. FCC?’ Hamilton disagrees, asserting that 
the adoption of the MARS plan would not be a delegation of authority to the sGtes. Hamilton argues that 
under the MARS plan, “the Commission would gather information about competitively-bid rates at the 
state level. The Commission would then use that information to calculate the interstate TRS rate.”76 

23. We agree with Hamilton and do not believe that using the MARS plan to determine TRS 
compensation rates p+d by the Fund delegates to the states the Commission’s responsibility to set TRS 
rates. Under the M A R S  plan, the Commission simply gathers existing data from the states, and uses that 
data, along with other data, to determine the interstate compensation rate under [its own rate 
meth~dology.’~ This action is therefore distinguishable from that in USTA v. F‘CC cited by Sprint Nextel, 
where, the court found that the Commission delegated to an outside party (a state) a responsibility given 
the Commission by statute. When the Commission uses the M A R S  plan to determine TRS compensation 
rates, the Coymission has retained, and is exercising, its responsibility to adopt :TRS compensation 
rates?8 

! 

24. Finally, Sprint Nextel asserts that a “price-cap” plan should be implemented for all forms 
of TRS, while a e  Joint Providers assert that price-cap plan should be implemented for VRS and IP 
Relay?9 Under this approach, a fixed compensation rate would apply for a specged period of time for 
each form of TRS compensated by the Fund. This rate would then be adjusted, ‘,“upward based on the 
Gross Domestic Product - Price Index (‘GDP-PI’) and downward6y a productivity factor.”** Sprint 
Nextel argues that this approach “eliminate[s] the discretion afforded NECA and the C o d s s i o n  to 

! 

72 Spzint Nextel Comments at 8. Hamilton states that the Commission’s obligation is to ensure that providers are 
compensated for their reasonable costs, not to Sarantee that relay r$tes:are lowered overithe long run. Hamilton 
RepiyCo&qs-at 3.: Hdl ton  also asserts that if a provider’s price submission is not tased on efficient cost data, 
thabptovider likely will not be the successful bidder. Id. at 4. 

73 See Hamilton’Reply Comments at 3-4. 

, I  74.Sprint NextelComments at 7 n.7. 

75 Id. ;(citing .US.TA v. FCC,359 F.3d 554 (DtC. C&J, cert. denied, 125 S. Ct. 316 (-2004)); 

76 Hamilton Reply Comnients at 3. 
, ,  

77 See id.; see also jnfia paras. 26-38, addressing the implementation of the MARS plan. 
‘a Indeed, the court in USTA v. FCC, addressing the Commission’s delpgation to the states of the detehination of 
which network elemenpshal! be axailable to comfletitite local exh$angT+o,ompanies on ad unbundled basis, 
reasoned that when authority is delegated to an “butsfd2 phrty; “lineiof;accountability may blur, undermining an 
important democratic check on government decision-m*ng.” i?Epkv. PCC, 359 F.3d a#!565. Under the MARS 
plan; tlie Codss ion  remains fully respoikble fjsr the adoption of the: rqtes. 
79 See Joint, Provider .Commentsat.3-19; Sprint Nextel Commenp at 5-7. We also addressiprice caps below. See 
influ pras. 42-43; 50-52. , 

*’ Spriat Nextel C,o&ents, at 6. Sprint asserts th:t  sup^ a formu1,awouIjt assure that the cap would be reduced 
eqch,iqry dpririg.>Q,e.ifitiaj ,three year pe~o$.?, Idla! 7, 
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disallow costs reported by providers without conducting the necessary cost studies to determine whether 
such costs were reasonably incurred.”s1 

For forms of TRS for which state rates are available, we believe the MARSplan is a 
better approach for determining the interstate compensation rate for the same service. As we have noted, 
under the TRS regime the compensation rate is not a “price” that is charged to, and paid by, a service 
user, but rather is a settlement mechanism to ensure that providers are compensated from the Fund for 
their actual reasonable costs of providing service. The MARS plan uses an average of competitively bid 
state rates as a measure of those reasonable costs. It also eliminates the need to review and possibly 
disallow costs reported by providers. Under price caps, we would have to determine an initial rate that 
accurately reflects providers’ historical, actual, reasonable costs. The best measure of these costs, where 
available, is the compensation rates by states for the same, albeit intrastate, service. 82 Therefore, for 
those services for which there are competitively bid state rates, we believe the MARS plan is superior to 
price caps. 

Calculation of the MARS’ Plan Rate for Interstate Traditional TRS 
and Interstate STS 

We set forth below how the MARS plan rate for interstate traditional TRS and interstate 

25. 

b. 

26. 
STS will be calculated. First, the M A R S  plan rate will be calculated annually by the Fund 
admini~trator,8~ and filed with the Commission by May lst of each year. Although we sought comment on 
whether the rate period should be longer than one year to create more predictability for the providersYg4 
we will continue to adopt new rates onan annual basis, as under the MARS plan there should be less 
variation in the rates from year to year. If that proves not to be the case, we will revisit whether the rate 
should be set for a longer period of time. Second, the rate will be based on intrastate traditional TRS and 
STS data for each state for the prior calendar year. In addition, because some states compensate a much 
larger number of minutes than others, we will calculate a weighted average rate by dividing total state 
dollars paid by total conversation minutes. Further, in calculating total state dollars (the numerator), we 
will make adjustments that reflect that fact that some state rates are based on session minutes, and some 
state rates are based on conversation minutes. The calculations will also take into consideration the fact 
that some states may compensate intrastate traditional TRS and intrastate STS at different rates, and that 
for some states the contractual per-minute compensation rate does not include all of the costs paid by the 
state to the provider for the relay ~ervice.8~ Finally, we will monitor implementation of the MARS plan 
and, if necessary, take further steps to ensure that the MARS rate compensates providers for their 
reasonable costs of providing seTvi’ce.86 * 

81 Id. at 5-6. Sprint Nextel‘ also argues that customers and carriers mat pay into the Fund would benefit from the 
realized efficiencies of the price-oaps through the application of a‘formula to determine prices for a three-year 
period. Id. at 5-7. 
82 See in.a paras. 50-52 for:. a more extensive discussion of price cap proposals in the context of a VRS cost 
recovery methodology. ’ 

83 For the Fund year that begins July 1,2007, the MARS plan rate may be calculated by the Commission in 
conjunction with theF;und administrator $on the effective date of this Order. 

84 See generally 2006 TRS Cost Recovery F N P W ,  21 FCC.Rcd at 8389, para. 23. 

85 See Sprint Nextel Ex Ph& (March 13,2007) (‘asserting that if the Commission adopts the MARS plan, the 
calculation should include “$1 of *e rate elements paid by a state for TRS service, including any monthly~recming 
charges [MRCsI‘paidtby a state to cover non-traffic sensitive rates incurred by the TRS provider”). 

Sprint Nextel has also stated that if the MARSplan is adopted, it should provide for adjustment mid Fund year to 
reflect changes in state rates. Ex Parte letter filed by Francis M. Buono on behalf of Sprint Nextel, Sorenson, and 

’ 

, 
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will include the following steps: (1) the colleotion of intrastate traditional TRS and STS compensation 
rate data from the states and the providers for the prior cdQidu year, a d  the $e\efinafion of 
aY slate's datawabe eXdU(kd from the calculation; (2) the calculation of each state's toddollars paid 
for htrasfate traditional TRS and STS sewices during the applicable period; a@d (3) the calculation of the 
final rate by dividing the total dollars paid by all states by the total conversation minutes of all states." 
The pro osed MARS Kate and a description of how it yas  calcdated will be placed on public notice. By 
June 30 , the Commission will release an order adopting the compensation rate for the following July lst 
to June 30* Fund year; 

Collection ofstate Data. Each January," the Fund administrator will request that each 
state TRS administrator f i e  with the Commission.the following hfo&a€ion related to the provision and 
compensation of intrastate traditional TRS and STS in the state for the previous, calendar year: (1) the 
per-minute compensation rate(s) for intrastate traditionlalTRS and STS; (2) whether the rate applies to 
session minutes or conversation minutessg; (3) the fium6er of a'astate session M u t e s  for traditional 
TRSg0 b d  STS; and (4) the number of intrastate conversation mihutes for traditional TRS .and STS?' If 
the contractual per-minute compensation rate does not include all  of the costs paid by the state to the 
provider for the relay service, the state should also list other amounts paid to the provider during the 
relevant calendar year. I Because some states that compensateintrastate minutes, based on session time 
may not have dataindicating the number of intrastate conversation minutes, the;Fmd administrator will 
also request that each: prbvider of interstate traditional TRS and STS file with the Commission the same 
data noted above.92 The Cominission or Fund administrator will also ask each state and provider to 
indicate what information should be considered confidential, as discussed below., the specifics'of such 
information will not be,publicly relea~ed.9~ 

28. 

, 

(. . .continued from previous page) 
Snap!VRS (May 11,2007). We decline to adoptthis approach but, as noted, will monitor the MARS rate as well as 
changes to state rates to determine if such an adjdbnent procedure should be adopted in,,the future. , 

87 We note:that an allowance for working capital to the rate is unnecessary because, as Hgmilton notes, ''working 
capital is already built into the various state rates" that underlie the MAPS rate. Hamilton Ex Parte (Feb. 12,2007) 

We intend touse the January timeftame beginning in January 2008 with resfiekt to the,[2008r2009 Fund year (and 
the cpllection of caleqdar 2007 dat.a). We have&eady:aol~ledted tlie &levant data from the states and providers for 

89 See supra ndte 30, addressing "session" and "conversation minutes.", Conversation &,Utes are a subset of 
session minutes. 

, . 

, .  
jl 

i d  
, ,  at 1. _ '  I 

&e 2007-2008 Fund'year; * ,  

. .  

~ .. 
1, 

II 
I: .P . 

References to traditional TRS isclude Spanish-to-Spanish traditional TRS. II ~ 

1, 

If a state compens5tes intrastatepaditional TRS mdfS*TS .dt the same'rate, total session; and conversation for 
' hfnutes for theqe servkes~ay be, reported together; 'If.8TS is. compen$&d at a different rate, the state should set 
forth the number of'session. and conversation ,minutes for.tratliti8nal'TRS and the numbed/ of session and ' 

conversation ininutes for STS. 

92 See 47C.F.R:' 0 64;6P4(c)(5)(4)C) (requiring 'pr6uiders'to suljdt to ;the Fund admini or "true Ad adequate 
dqta necessary &o determine T€JS Fund revenue requirements a d  paym@ts," including4"dbtal TRS mhutes of use, 
tota@iterstate TPS minutes, tktal ~ ~ ~ ? o p e r a t i n g l e ~ p e n s e s , , ; . . ; : ~ ~ ~  TRSinvestinent, ... .arid other historical or 
profected infornation reaaoirably rqquested by tliei adir;ir$stracok'for;p4oses of computing. payments and revenue 
requhemenk"); Hamilton & Parte@eb. 12,@OOS) at82--.(n5d6&tliat the -Commission can obtain this information 
from both the statesLand the providers). 

'3 See Appendix B for sS;mple.template for this data to be obtqin~$ ,%Qm.the states. 
, . . I .  , 
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291‘ We understaid that some states enter into multi-year contracts for the provision of 
intrastate traditional TRS and/or STS that may or may not confom to calendar years?4 Therefore, if the 
&bastate compensation rate@) paid by a state for these services changed during the calendar year, or the 
provider changed, the state ad the ’providers should ‘list each rate sepga\e\y indicate the time peio,-j 
ill Which each rate Was effective, whether the rate applied to session or conversation minutes; and the 
a.mount of conversation and session minutes associated with each period. In this way, each rate will be 
proportionally factored into the ultimate MARS rate. In addition, we recognize that some state’s data 
may have to be excluded for the M A R S  rate calculation. For example, if a state’s intrastate rate is based 
on the interstate rate, that rate will not be used in the MARS calculati~n.’~ Although there w y  be other 
reasons to exclude a particular state’s data, which we will address on a case by case basis, we agree that 
we should not generally exclude a state’s data simply because it may be based on additional requirements 
in the state contract. Our rules contemplate that state programs may include standards that exceed the 
TRSmandatory minimum statidards, and require that in such cases the state show that its .program is 
nevertheless consistent with Section 225 and the regulations?6 Moreover, as noted above, averaging 
nearly 50 state rates will necessarily include some that are relatively low and some that are relatively 
high.97 

the providers, the Fund administrator will multiply each state’s TRS rate by the number of either 
htrastate session minutes or intrastate conversation minutes, whichever the state rate is based, upon.98 
The total dollar amount for each state will then be totaled. This number becomes the numerator in the. 
final calculation that determines the rate?’ 

interstate conversation’minutes, the total dollar amount for all the states (including costs not reflected in 
the rate) is divided by the total intrastate traditional TRS and STS conversation minutes for all the states 
(even i f  some states do,,not base their rate on conversation This proposed MARS rate, and a 
description of how it was calculated, will be placed on public notice. By June 30*, the Commission (or 
Bureau) will adopt the final compensation rate for the Fund year. 

session-minutes to conversation minutes. Because we are calculating an interstate rate that will be applied 
to conversation dnutes,  for states that compensate conversation minutes we simply multiply the number 

- 

,. 30. Calculating Total State Costs. Using the above-listed data collected from the states and 

31. Final Calculation of the Rate: To determine the final M A R S  rate to be applied to 

: 

32. Under this approach, we do not need to calculate a conversation “factor” to conform 

94 See Hamilton Commenk at 6 (‘.’Hamilton is aware of about seven states that change per-minute rates annually”). 
’’ See id. at 4; Hamilton Reply Comments at 2-3. Presently we are aware of only one state (California) that may fall 
into fhis category. 
p” See 47 C.F.R. 0 64.’605@). We expect that the number of states whose data is excluded from the MARS 
’calculation wi.U be very small. 

’ ’’ See Hamilton Ex Parte (Feb. 12,2001) at 1 (asserting that state TRS rates are presumptively reasonable, and that 
the ‘MARS plan is beneficial in that it accounts for states with low TRS rates as well as those with high ‘TRS rates, 
.and that an average of hose competitive rates wil1,result in a reasonable, competitively-based interstate’TRS rate”). 
98 In other words, if the state pays the provider based on session minutes, then the state rate is multiplied by session 
minutes; if the state pays,the provider based on conversation minutes, then the state rate is multiplied by 
convqsation minutes; As a‘practical matter, the TRS rates paid for session minutes are lower than that rates paid for 
&nv,ersation minutes.because, for any pafticular call, the session minute time is greater than the conversation minute 
time. I€:$e state has a ’separ”ate rate for ithastate $TS, the STS minutes will not be included with the traditional 
TRS. minutes, but will separately be multiplied by the, STS rate. See Appendix B. 

99 See Appendix C for sample calculation of this data. 

IOd See Appendix D for sample calculation of the final rate. 
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of conversation minutes by the state rate, and include that amount ih the numerator."' For states that 
compensate session niinutes, however, because the session time for a relay call will be longer than the 
conversation fine, rates p ~ d  for session minutes are generdly lower rat$ paid for bo&rsafion 
. ~ f i ~ k ? S .  Therefore, lo avoid artificially reducing the MARS' rate, for such states the state rate is 
multiplied by the larger number of session minutes, and that total is included ih the numerator.lo2 In 
short, hecause each state's dollar amount that is reflected in the numerator (id, total dollars of all states) 
is based on each statefs compensation rate multiplied by either total session oriconversation minutes, 
depending on the basis for the state rate, under this approach the resulting MAkS rate takes into account 
the inherent difference between state rates based on session miriutes and state iates based 'on conversation 
min~tes."'~ 

33. Similarly, the "weighting" of each state's rate in comparison to the other states' rates is 
built into the calculation, States with a larger number of minutes will constitutb a proportionately larger 
amount of both the numerator (total state dollars paid) and the denominator (total conversation minutes) 
in calculating the MARS rate. Further, each state's practice with regard to the ''rounding" of call minutes 
- e,g., to the nearest second or to the nearest minute - is not relevant because we can reasonably assume 
that bidders will adj.ust their proposed'compensation rate to the state's rounding pra~tice."~ 

interstate STS calls based on pe providers' projected costs md minutes of use for that ~ervice,'~' as noted 
above we adopt a single MARS rate that will apply to both traditional TRS and: STS based on the state 
intrastate rates and minutes of use for both services. Because the states generally compensate intrastate 
traditional TRS and STS calls at the same rate, and generally the same providers offer these services, we 
believe that, absent some unusual circumstances or specific needs of providers or consumers of one of the 
services, the Fund should be compensating interstate STS calls at the same rate.?06 

L .  

' ' 

!: 
* 34. Finally,' although historically we have calculated a separate compensationlrate for 

101 
, 

See Hamilton Rzply Comments at 5-6; Hamilton Ex Parte (Feb.' 12,2007) at 2-3, ,, 

'''See Hamilton Reply Comments at 5-6; Hamilton Ex Parte (Feb. l2,2007).at 2-3. 

In its initial comments, Hamilton proposed using a conversation factor to conform sthe rates that are' based on 
session minutes to rates based on conve'rsation minutes. Hamilt-on Comments at 3-4. In its Reply Comments, 
however, Hamilton explained that this would ii&t be necessary if "each state's total numlpr of intrastate minutes is 
multiplied by that state's intrastate rate." E&$tonSReply Comients at 5-6; see alsb H@ltonEx Parte (Feb. 12, 

IO4 For epqp& if the state sounds all calls to the nearest minute, a'prqvider can expecJ 10 be compensated for a 
' '1zger numper ofqiptes,.and &erefore,will a&ust its bid.according1y. h other words, projected volume will affect 

"9 See www.neca.org.(pesnources, then TRS) (chart of the histow of all TRS compensation rates). We note that 
average mo'iitiily interstate STS minutes have recently ranged between 14,000 and 17,OdO' compared to over one 

,million for traditional TRS. See NECATRS Fqnd PeVolJnagce ,Stamus Repodj, Funding !Year JuljtQOO6 - June 
,2@7, avgitabldrat wwwheca:trrg(ReLouiFes, q.en TpS). &t . . -a 

106' ' ' d  

. Between ,2001 h d  2QO$;!the aompensation &ate'%r Sk3 was sigpjlcantly higher thani the traditional TRS 
compensati,on<Tate. See 2b1.46 BUZIZQU&TR# Rate~Orde~, 21 FCC .$t-9021, para. 7 n.32;i r[s]i8nce its inception, the 
dimpensatiqnrate for STShas:rang$d fiom $1.596 to $4.263 per-@nute"); Fee also 20W Bureav TRS Order, 19 
FCC kcd.ak 12232-12233,lp~a. 22 11.63 (history of STS co,hpensatip ratgs). More rec(ntly, the rates have become 
mucl doser, For the 2006-$007 Ruyd yeaf, the STS rate~wcis $1.469 and the trqditional ' p S  rate was $1.291. See 
alko 2009 Bureau TRS Riz'te Order (extending the 2006-2007 rates to the 2007-2008 Fun4 year). However, NECA 
reports that basedon the providers' projected cpst and demand data, with disallowances, jthe 2007-2008 STS rate 
would be $3.26,(~01qpazkd~to a S&lailjr calculged'traditional TRS, rate of $1.69). 20071NECA FiZirig at.12; 18. 
Nbtwithstanding this.rec6nt'data suggesting a greater disparity betweeithe providers' trjditional TRS and STS 
"cosfs, we 'believe that, as a general$nat;er, because p$s compensate these serdces at the same rate, use ,of the 
MARS plan requires th& ththamehterstate rate apply to these services. See generally Hamilton Comments at 4 

, 

- 2~~i$>.at 213 cek~hiiihg*$ft a*c8iveisidn fact0r.i.s mqecessary]:, 1' I/ 
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1 35. In sum, we believe that the MARS plan will simplify the determination of the annual 
compensation rate for interstate tra8ihnal TRS and interstate STS and result in a rate that reflects he  I 

reasonable Costs of providing service based on the rates states pay through competitive b i d e g  for the 
same, albeit intrastate, ~ervice.'"~ In addition, for those services to which it applies, the M A R S  plan also 
avoids the necessity of detailed analysis (and possible disallowance) of the projected cost and demand 
data for each provider, as such data will no longer be required to be filed by the providers of these 
services. lo* To the extent future or unforeseen circumstances suggest that the MARS rate is not fair and 
reasonable, we can make adjustments as appropriate. Our objective is to ensure that services are provided 
efficiently and that providers are compensated for their reasonable actual costs of doing so. We believe 
that the MARS plan fulfills that goal.'Og 

C. Calculation of the MARS Plan Rate for Interstate CTS and IP CTS 

36. We also will use the M A R S  plan to calculate a separate compensation rate for interstate 
CTS and interstate and intrastate IP CTS. In the 2003 Captioned Telephone Declaratory Ruling, the 
Commission concluded that interstate CTS calls would be compensated at the same rate as traditional 
TRS calls."' Hamilton asserts, however, that a separate compensation rate'for CTS calls can be 
calculated under the M A R S  analysis because those states that have contracted for this service pay a 
separate rate."' Although Sprint Nextel generally opposes the MARS plan, it maintains that if the M A R S  
plan is adopted, a separate M A R S  rate should be calculated for CTS.'12 Ultratec, which addresses only 

(. ..continued from previous page) 
("Most states compensate traditional TRS atid STS services at the same rate."); Hamilton Ex Parte (Feb. 12,2007) 
at 3 (noting 18 state RFPs of which it is aware that apply the same rate to traditional TRS and IP Relay). Also, the 
Fund adminiswator and the Interstate TRS Advisory Council have supported compensating these services at the 
same rate. See 2006 NECA Filing at 17 & 11.32; Hamilton Ex Parte (Feb. 12,2007) at 3. As we have noted, the 
calculation of the MARS rate will take into consideration the fact that a particular state has separate rates for ' 

traditional TRS and STS. At the same time, in a particular Fund year unusual circumstances may require the 
Commission to make adjustments to the MARS rate of the one of these services. 

lo7 Wp recognize that the number of bidders for a particular state contract may affect the ultimate state rate, arid that 
if thefe &e odf a few bidders for a contract the resulting state rate may be higher than it would be if there were 
more bidders. We believe that this issue will be self-correcting over time. In any event, we will revisit this issue in 
the future to determide whether there are a sufficient number of bidders for state TRS contracts to ensure that 
particular state Tates are ,not artificially high and that application of the MARS plan to interstate services results in 
reasonable rates. 

, /  1 

lo' See supra nqte 57. 

log As noted above, states may request that their data be treated as confidential. At the same time, we recognize that 
there is a strong public interest in making the basis for the compensation rate as transparent as possible. For this 
reason, as Hamilton suggests, we will disclose %e total intrastate conversation minutes and the total intrastate TRS 
dollars (the numerator . a d  denomhator in the ,Jvf$4RS calculation, resgectively) and the rate derived thereby. See 
Hamilton Ex Parte @b 12,2007) .at 2. We will dso disclose all of @e state rates, and whether they are based on 
session or cmversation minutes, in'a random order and without identifying the particular states. In this way, the 
public will be advised o€ mitical aspects of the rate calculation, but the confidentiality of individual state rates and 

: 

rdnutes of use will be maintained. See id. . .  

See 2003, Captioned Telephone Declaratory Ruling, 118 FCC Rcd at 16128, para. 22. 
Hiii-i5ltonReply Comments'at 7-8. , 

110 
. - .  . 

?, . , ,) _ - ,  
,.:., ,: 

1'2Sprint Nex&Mar. 13,2007 x Rarte; Ex Parte filed by Francis Buono (May 11,2007) at 3. 
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CTS, supports the MARS plan for this service, and asserts that the rate should lje based on state CTS rates 
sather than state traditional TRS rates."3 

37. We agree that because we are adopting the M A R S  plan for traditional TRS and STS, and 
there are separate state rates for intrastate CTS, a separate M A R S  rate should be calculated for this 
service. Accordingly, we will also request that state administrators and interstate CTS providers file with 
Commission the information set forth in paragraph 28 above as applied to the provision of intrastate CTS, 
as requested by the Fund administrator. The calculation of the CTS M A R S  rate will be consistent with 
the analysis set forth above and in the examples set forth in Appendices B, C, and D. 

CTS calls would be compensated at the same rate as IP Relay calls,314 we now conclude that IP CTS 
should be compensated at the same rate as CTS."' IP CTS is a new service without cost history and, 
upon further examination, we believe that the cost recovery rate for CTS will more accurately reflect the 
reasonable actual costs of providing IP CTS. As a result, we will compensate IP CTS at the CTS MARS 
rate.'16 

38. With respect to IP CTS, although the 2007 IP CTS Declaratod Ruling conchded that IP 

2. 

From its inception in 2002 through the 2004-2005 Fund year, IP Relay was compensated 
at the same rate as interstate traditional TRS.'17 In the 2005 TRS Rate Order, the Commission, for the 
fiist time, adopted a separate rate for IP Relay."' The Commission explained that because the providers' 
cost and demand data indicated that IP Relay costs were approximately 11 percent less that traditional 
TRS costs, it was not appropriate to use the same rate for both  service^."^ The Commission adopted a 
rate of $1.278 for IP Relay, and $1,440 for traditional TRS, for the 2005-2006 Fund year.l2' The 
following year, the Commission also adopted separate rates, but the difference ifi the rates was two-tenths 
of one cent ($1.29 1 for traditional TRS and $1.293 for IP Relay)."l 

Because all IP Relay calls are presently compensated from the Fund, there are no state IP 
Relay rates to which the MARS analysis can be applied directly. Hamilton asserts, however, that because 
the costs associated with providing IP Relay and traditional TRS are essentially the same, the traditional 

The Cost Recovery Methodology for IP Relay 

39. 

-v 

40. 

'13 Ultratec Reply Comments at 2 (noting that "[tlhe market-driven, competitively base! rate that would come out 
of this process would be both reasonable and meet the telecommunications needs of consumers, because it will draw 
on the experti5e and analyses of all the states prbviding [captioned telephone service]").! 

114 See . I  2OOf ~ Ip CTS aecla.rato~R.ulin~,~22 FCC Rcd at 390, para. 26. 

See generully Comments of Ultratec,, Inca on NECA proposed Compensation Rates for July 2007 Through June 
2008, CC Docket No. 03-'123 (May 9,.Z007) (asserting that 'P CTS sh6uld not be compensated at the IP Relay rate). 

Because we,qe adoptirig.the MARS plan for CTS and IP CTS, providers of these se4vices will no lopger be 
reqced 'to fiWannual cost add demand data submissTons with the Fund administrator, 4though they will have to file 
other MARS-related data as requested by the Fund administrator. See supra note 57. 

'17 See 2004 Bureau TRS Rate Order, 19 FCC Rcd at 12230-31, para. 17 n.54; IP Relay beclaratory Ruling, 17 FCC 
Rcd at 7786, para. 22 (noting that the record reflected that IP Relay and traditional TRS jcalls exhibited "very similar 
cost and demand characteristics"). 

t ,  ' 

1 .  

I ,. 

2005 TRS Rate Order, ,20 FCC Rcd at 12243-45, paras. 16-20. ! 

'I9 Id., 20 FCC Rcd at 12244, para. 20 (nothing that, as a result of the cost differential, if a combined rate was 
applied IP Relay providers would be overcompensated, and tzaditional TRS providers would be undercompensated). 

See id., 20 FCC Rcd at 12237, para 1. j 

2006 Bureau TRS Rate,Order,,21 FCC Rcd at 7018-19, para. 1. I 

;, -19 



. \  Bederal Comngmications commission I FCC07-186 

TRS MARS rate should also be applied to IP Relay.’22 Verizon does not support the MARS plan for E) 
Relay, because they argue, there are no “market-based rates” for that service.123 AT&T, however, states 
that it could support the MARS plan for IP Relay because it uses the same CAS and equipment to provide 
IP Relay and traditional TRS, and therefore “its cost in providing these two services is not materially 
different.” 

41. 
because there are no state rates for this service. Although we believe that the costs of providing 
traditional TRS and IP Relay are generally similar - in many instances, for example, the same CAS, 
sitting at the same offices, handle both traditional TRS and IP Relay calls - we are also concerned that 
that use of the M A R S  rate for IP Relay may result in the overcompensation of IP Relay  provider^.'^^ As a 
result, we conclude that we will continue to calculate a separate compensation rate for D? Relay. 

regulating IP Relay rates.lZ6 The plan is based on the price cap plan implemented for incumbent LECs.’” 
Under the plan, the compensation rate be set for a period of three years, “during which time the rates 
would be adjusted upward annually for inflation (according to a pre-defined inflation factor) and 
downward to account for efficiency gains (according to a factor also set at the outset of price caps).’28 
The Joint Providers assert that this approach would have at least three benefits: (1) it would create 
incentives for providers to lower costs; (3) the three year time frame gives providers “predictability about 
revenue to allocate money to programs that will reduce costs in the future”; and (3) it simplifies the rate 
setting process, saving time and money.’29 Sprint Nextel also emphasizes that under price caps, providers 
would focus on increasing efficiencies to accommodate decreasing rates.130 

We adopt a price cap plan for IP Relay based on the Joint Providers propo~al . ’~~ As a 
general matter, the price cap plan applies three factors to a base rate - an Inflation Factor, an Efficiency 
(or “X”) Factor, and Exogenous Costs.132 The basic formula takes a base rate and multiplies it a factor 
that reflects an increase due to inflation, offset by a decrease due to efficiencies. The Inflation Factor will 
be the Gross Domestic Product - Price Index (GDP-PI)).133 The Efficiency Factor will be set as a figure 

We conclude that the MARS methodology, as proposed, is not appropriate for IP Relay 

42. In their comments, the Joint Providers suggest implementing a price cap plan for 

43. 

~ ~ 

’’’ Hamilton Comments at 4-5; Hamilton Reply Comments at 7. Hamilton also views the 2005-2006 Fund year 
differential as an aberration. Hamilton Comments at 5. 
123 See Veriqon Commepts at 1. 

’= The 2007 NECA Filing indicates a widening gap between the costs of service for traditional TRS and IP Relay. 
For 2007-2008, the providers’ projected costs and minutes of use for traditional TRS, after disallowances, result in a 
per-?+nute rate of $1.69. For IP Relay, the Sam9 calculation results in a rate of $1.16. 2007 NECA Filing at 12, 16. 
In addition, there may be some inherent qost differentials between the provision of traditional TRS and the provision 
ofIP Relay, e.g., IP Relay providers likely save on interconnection fees. 

126 See Joint Provider Comments at 3-13. Joint Providers proposed this methodology for both VRS and IP Relay. 
As discussed lielow, we decline to adopt this methodology for VRS. 

127 See Joint Provider Comments at 2. 

12* See id. 

I 

AT&“ Reply Comments at 3. 

I 
Id. at 2-3. 

Sprint Comments at 6. , 

13’ See Joint Provider Comments-at 3-13. 

13’ Id. at 6-11.. 

133 Id, at 6-7. 
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equal to the Inflation Factor, less 0.5 percent (or 0.005) to account for productivity gains.’34 As a result 
the rate for a particular year will equal the rate for the previous year, reduced by 0.5 percent (i.e., Ratey,, 

become more efficient in providing fhe service,’36 

We will also adjust the rate,’as necessary, due to exogenous costs, Le., those costs beyond 
the control of the IP Relay providers that are not reflected in the inflation adjustrnent.ln Therefore, to the 
extend the Commission adopts new service requirements, we will determine whether the costs of meeting 
the new requirements warrant an upward exogenous adjustment. 

In addition, we believe that the three-year rate period for IP Relay, as set forth in the Joint 
Providers Comments, is a reasonable approach.’38 The first rate period will be the 2007-2008 Fund year, 
and the rates will continue, with the annual adjustment for productivity gains, through the 2009-2010 
Fund Year. After that time, we will reassess what the base rate should be for the next three year period. 
We note that cornenters assert that a multi-year rate provides consistency that is necessary for planning 
and budgeting purposes, and avoids having to possibly adjust on short notice to a lower rate.’39 We 
conclude that the Ip Relay rates should be adopted for a three-year pe15od.l~’ 

Finally, we do not believe it is necessary to adopt tiered rates for IP Relay, as we do 
below for VRS. First, there is not the same size disparity among IP Relay providers as there is with the 
VRS providers. Second, the 1p Relay rates have been much lower than the VRS rates, and have not 
varied significantly over time. Therefore, we believe that a single IP Relay rate, subject to price caps, is 
appropriate for IP Relay.14‘ 

= Ratemy-1 (1 - 0.005)).’35 Reducing the rate by this amount will encourage IP Relay providers to 
, 

44. 

45. 

46. 

3. The Cost Recovery Methodology for VRS 
47. We conclude that we will continue to base the VRS rate on the providers’ projected costs 

and minutes of use, and other data submitted to the Fund administrator by the providers, subject to 
appropriate review and, where necessary, disallowances. However, we will no longer apply a single 
weighted average rate to all providers. Instead, we will adopt tiered rates based’on the monthly minutes 

134 Id. at 7-10. 

135 Id. at 10. 

136 Id. at 7. 

1371d. at 10-11. 

136~d9 at 4. 

I3’See id. at 4; Sprint Comments at 4. 
We do not believe it is necessary to amend our rules in this regard. The current regulations provide that the 

“payment formulas and revenue requirements shall be filed with the Commission on Ma+ 1 of each year,, to be 
effective the following July 1.” 47 C.F.R. 0 64.604(c)(S>(iii)(H). The Fund administrato2s annual May 1”filing 
must still address all the “payment formulas” .@.ey cost iecovery .methoaologies) mandated by the Commission, the 
resulting rates that they have calculated for each form of TRS under those methodologiesj that will be effective in the 
upcoming Fund year, and the Fund size and carrier contribution factor that results fiom tbose rates and the Fund 
administrator’s projected d,emand for each service. 

14’ Providers of IP Relay will still be required to!file annual cost and demand data with de Fund admkistrator, as 
they, have in the-past,,We b$e,ve !+hat this. information, whioh includes actual costs for p{ior years, will be helpful in 
reviewing the.c$mpensatjon rates zesulting &om price Gaps and whethe3they reasonable Qorrelate with projected 
00s“~ andprior gytual,costs. We wig also need this information to evaluate the riew base $ate every three years. 

I 

, ’  
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of use provided. These rates will be set for a three-year period, and be reduced annualy by 0.05 pexctnf 
to reflect productivity gains. They may also be subject to other adjustment as provided below.’42 

In the 2006 TRS Cost Recovery F N P M ,  the Commission sought comment on whether 
modifications should be made to the current cost recovery methodology for VRS, or whether there is a 
pethodology other than the current compensation scheme that is more appropriate. The Commission 
expressed concern, based on comparisons of VRS providers’ cost and demand projections with their 
actual historical data, that some VRS providers have received compensation significantly in excess of 
their actual 
have been lower than actual demand, resulting in overcompensation to providers for completed minutes 
under the current per-minute cost recovery scheme.’@ 

and speech disabilities access to nation’s telephone network so that they can call voice telephone users, 
and vice v e r ~ u . ~ ~ ~  We have also explained that “because Title N places the obligation on carriers 
providing voice telephone service to also offer TRS to, in effect, remedy the discriminatory effects of a 
telephone system inaccessible to persons with disabilities, the costs of providing TRS are really just 
another cost of doing business generally, i.e.,of providing voice telephone service.”146 As a result, the 
Commission concluded that the “reasonable” costs of providing service for which providers are entitled to 
compensation do not include profit or a mark-up on  expense^.'^' Providers are entitled to their reasonable 
costs of providing service consistent with the mandatory minimum standards, as well as an 11.25% rate of 
return on capital investment so that they are not left to finance reasonable capital investments out of 
pocket.14’ 

Many commenters support a cost recovery methodology for VRS that is based on price 
caps, with an initial rate of the present $6.644.14’ The Joint Providers, for example, assert that the initial 

48. 

The Commission also observed that providers’ demand forecasts for VRS generally 

49. In addition, the provision of TRS under the ADA is intended to give persons with hearing 

50. 

142 See generally Joint Provider Comments at 2-13; Sorenson‘Comments at 27-40; Hands On Comments at 36-37; 
Sprint Nextel Comments at 5-7 (supporting price caps for all forms of TRS, including VRS and IP Relay). Aside 
fkom Sorenson, Hands On, and Sprint Nextel, the Joint Providers also include CAC, CSD, GoAmerica, and SNAP. 

143 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd at 8392, para. 29. This concern is confirmed by a review of the 
providers’ more recently filed actual (or annualized actual) costs and minutes of use contained in their cost data 
submission for the 2007-2008 Fund year. Because of our confidentiality rules, we address matters relevant to the 
providers’ cost and demand only in the aggregate. See 47 C.F.R. § 64.604(~)(5)(iii)(I). 

144 2006 TRS Cost Recovery FNPRM, 21 FCC Rcd at 8392, para. 29. The fact that at least some VRS providers 
have been overcompensated is reflected in the 2007 NECA Filing, which indicates that in 2006 VRS pr&iders’ 
actual cost of providing service (based on providers actual costs, without any disallowances, and actual hinutes 
billed) was $4.5568 per-minute - almost one-third less than the rate paid of $6.644 per-minute. 2007 NECA Filing 
at Ex. 1-4b. 

14’See, e.g., 200# TRS Report & Order, 19 FCC Rcd at 12479-80, para. 3. 

146 Id., 19 FCC Rcd at 12543, para. 179. 

147 Id., 19 FCC Rcd at 12542-45, paras. 177-82. The Commission found that the providers’ average mark-up of 
27.2% was “inconsistent with the intent of the statutorily mandated TRS cost recovery scheme” and ?plainly not 
cost-based.” Id., 19 FCC Rcd at 12545, para. 182. 

14’ Id., 19 FCC Rcd at 12544-45, para. 182. 

14’See generally Joint Provider Comments at 2-13; Sorenson Comments at 27-40; Hands On Comments at 36-37; 
Sprint Nextel Comments at 5-7 (supporting price caps for all forms of TRS, including VRS and IP Relay). Aside 
from Sorenson, Hands On, and Sprint Nextel, the Joint Providers also include CAC, CSD, GoAmerica, and SNAP. 
See supra note’82. Verizon proposes a similar plan that would set a base rate for three years, subject to annual 
adjustment to account for inflation and exogenous costs. Verizon Comments at 7-8; see also Verizon Reply 

(continued.. .) 
22 



r;, Rederal Qow-ui@&ion! ,C.g@ssion i. I_ .. ~ FCC 07-186 : ! 
;$.&<?,. ’ ’ 1‘- 

j /  . 1 4  *F.-- - -. ~ * _  , ~ ,,r:- ,. .,.. . .  I 

rate should be the present rate of $6.644, and that the price cap methodology wduld include a price 
indexing formula to account for inflation, productivity gains, and additional costs, as described above.’5o 
They further assert that the productivity factor (or X-factor) should be established in a manner that takes 
advantage of incentives to become more efficient and also ensures that cost savings horn efficiency gains 
are shared with contributors to the fund; Sorenson specifically suggests following the price cap indices 
used for the local exchange companies (LECs).”’ Sorenson asserts that a price cap approach is 
appropriate because providers do not compete on price, and therefore it would $reate incentives to 
innovate and lower 
means to calculate rates.’53 

51. Commenters suggest that price caps should remain in effect forla minimum of three 
years.’54 Commenters argue that stable pricing will give providers the opportunity to budget their costs 
more effectively, and provide enough stability to make long-term investments ahd allocate money to 
programs that will reduce costs in the future.’55 Joint Providers suggest that thelprice cap must be 
adjusted to account for,the capital-intensive nature of the telephone industry as 4pposed to ,the labor- 
intensive n a m e  of VRS and IP Relay.’56 

compensate VRS providers in a manner that best reflects the fiancial situation of all providers, we will 
adopt tiered rates €or VRS based on thgproviders’ projected costs and minutes of use, and other data 
submitted to the Fund administrator by the providers, subject to appropriate review and, where necessary, 
disallowances. The tiers will be based on the monthly minutes of use provided. 1’ We believe that doing so 
may more appropriatety reflect the.financial situation of all providers. Presently there are eleven VRS 

Hands On asserts that the use of price caps will provide a simple and stable 

52. We decline to adopt the price cap methodology as proposed. &stead, in order to 

(. . .continued from previous page) 
Comments at 2. AT&T opposes the Joint Providers’ proposal, but views Verizon’s proposal as “a more reasoned 
approach.” AT&T Reply Comments at 5. As noted be1ow;in subsequent exparte meetings some providers favored 
a tiered rate approach. In addition, Sprint Nextel, Snap, and Sorensonjointly subrnittedla proposal they would be 
willing to support if a tiered rate methodology were adopted. See Michael B. Fingerhut @x Parte (June 27,2007). 

150 See paras. 42-43,,supri; Joint Providers Comments at 11; seealso Sorenson Comments at 27-29,38.’ Verizon 
suggests that the initial rate should be $7.01. Verizon Comments at 9 n.19. 

See Joint Providers Comments at 3-5. According to Sorenson, the price cap indices used for the LECs have three 
main componehts: “(I j a measure qf the previous parls inflation; (2) a measure that reflects the extent to which the 
annual producvvity gain‘s of the telephone industri &e expe,cted to exceed the annual-productivity gains of the 

’ economy as aP6ole; and (3) a pri&on for ‘exogenous’ cost ohanges? principally changes in costs .that are beyond 
the telephone company”s control, such as a cost idcrease c!use$ by a change in FCC regulations.” Sorenson 
Comments at 30.”H@lton argues, however, that the “X:factor” propdsed may not refl4ct actual cost trends in the 
industry. Haqilton Reply.,Comments at 9. Hamilton urges the Commission to further consider the reasonableness 
of all VRS costs. Id. at 11. 

152 Sorenson comments at: 27. 

See, e.g., Hands On Comments at 36. Hands On also asserts that, “the primary m e d n  that methodology is that 
it encourages providers to qmit costs and to improve efficiency while avoiding excessiveexpenditure of public and 
private resources in making rate.detem-@ations.” Id. at 36-37. 

154 See Sorenson Comments at 27-28; Joiilt Providers Comments at 2. 

156 See Joint Providers Complents at 5-6. Joint .Providers $so suggest that the Commission should conduct a review 
every three years addre&& (1);yhether the ?;ice cap plan is proinoting the achievem$nt of statutory goals for 
ezich service; (3) whetl@r.!t&e has beeq’an inclease in he numEer.of $RS minutes pro$ided, the number of 
interpreters, and theqdpact 8f th&’e.factors on interpreter traning; 13) the net entry or e& of proyiders; (4) and 

i 

I 

I 

155 See Hands On Comments at 36; Sorenson Comments at 27. (I 

’4 ,*b: ; * t ’ , ; i ,  

. 
I. i’changes’iri quditylevels. Id. at 12-13: 1’ 
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providers, and these providers are not similarly situated with respect to their market share and their costs 
of provi&mg service?51 For several years now, one provider has a dominant market share, and thus this 
hdividud provider's projected minutes and costs largely determine the rate.'" The record reflects, 
however, that providers with a relatively small number of minutes generally have higher per-minute 
costs.'59 

53. In light of these different per-minute costs, we conclude that we will adopt tiered VRS 
compensation rates based upon call volume, measured by monthly minutes of use submitted to the Fund 
administrator for payment. We further conclude that, at least initially, there will be three compensation 
rate tiers, These tiers are intended to reflect likely cost differentials between small providers (including 
new entrants); mid-level providers who are established but who do not hold a dominant market share; and 
large, dominant providers who are in the best position to achieve cost synergies. As a general matter, the 
three-tiered approach is based on market data reflecting the number of monthly minutes submitted to 
NECA by the various providers. The data reflects that the newer providers generally provide less than 
100,000 minutes per month; that other, more established providers (with the exception of the dominant 
provider) generally provide monthly minutes ranging in the low hundreds of thousands; and that the 
dominant provider provides minutes ranging in the millions. We therefore believe that using three tiers is 
appropriate to ensure both that, in furtherance of promoting competition, the newer providers will cover 
their costs, and the larger and more established providers are not overcompensated due to economies of 
scale. 

By adopting a tiered approach, providers that handle a relatively small amount of minutes 
and therefore have relatively higher per-minute costs will receive compensation on a monthly basis that 
likely more accurately correlates to their actual costs. Conversely, providers that handle a larger number 
of minutes, and therefore have lower per-minute costs, will also receive compensation on a monthly basis 
that likely more accurately correlates to their actual costs. Furthermore, we conclude that under the tiered 
approach, all providers would be compensated on a "cascading" basis, such that providers would be 
compensated at the same rate for the minutes falling within a specific tier. In other words, all providers 
will be compensated at the highest rate for those minutes falling within the first tier; at the middle rate for 
those minutes falling within &e middle tier, and at the lower rate for all additional minutes.'6o 

54. 

, 

See www.neca.org (Resources, then TRS, then). Some of these providers were companies that 0ffer:voice 157 

telephone service and offered TRS, and VRS, since their inception (e.g., Sprint, Hqilton). Others are not 
traditional telephone companies, but have now been offering VRS service for some time (e.g., Hands On, Sorenson). 
Finally, there 'are a number of VRS providers certified under the-Commissions 2005 certification rules, some of 
which are have either only recently begun to offer service or only provide a relatively small number of minutes. 

Cf: 2005 Tl$S Rate Order, 20 FCC Rcd at 12246, para. 23 (noting that the proposed VRS rate appeared to be 
driven by the cost and demand data of one provider). 

15' See CSDVRS Ex Parte (Apr. 5,2007) (as "a VRS provider gets larger, it can operate its service more efficiently 
by taking advantage of operating efficiencies[, which] allows larger VRS providers to have a lower cost,per-minute 
cost than smaller VRS providers"). 

I6O We note that several VRS providers have filed comments addressing the use of tiered rates for VRS. See 
CSDVRS Ex Parte (April 4,2007); CSDVRS Ex Parte (April 5,2007) (attaching Proposal for a 3-Yeq Variable 
Tiered Rate Methodology); Hands On Conpnenh to NECA's May 1,2007 TRS rate filing, CG Docket No. 03-123 
(May 15,2007); CSDVRS Comments to NECA's May 1,2007 TRS rate filing, CG Docket No, 03-123 (May 16, 
2007); CSDVRS, Hands On, CAC, and GoAmerica Ex Parte (May 16,2007); Hands On Reply Comments to 
NECA's May 1,2007 TRS rate filing, CG Docket No. 03-123 at 5-6; Healinc Reply Comments to NECA's May 1, 
2007 TRS rate filing, CG Dockef No. 03-123 at.3-4; CSDVRS, Hands On, CAC, and GoAmerica Ex Parte (June 12, 
2007); George Eyon, Jr.*,Ex.Parte on behalf of kOVRS (June 26,2007); Michael B. Fingerhut Ex Parte :fded by 
Ruth Milkman'on behalf of Sprint Nextel, Snap, and Sorenson (June 27,2007) (corrected version); Geoige Lyon, Jr. 
Ex Parte on behalf of H O h S  (July 5,2007); George Lyon, Jr. Ex Parte on behalf of HOVRS (July 11,2007); KPS 

(continued.. .) 
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55. The record reflects support for the adoption of tiered rates. Several providers support the 
following proposal (for ease of reference, we refer to this proposal as the VRS Tiered Proposal)161: 

For the f i s t  50,000 monthly minutes of use, which would generally'encornpass newer 
providers offering a relatively small number of minutes, the rate wduld be based on the 
providers' projected costs and minutes of use: $6.77.'62 

1 ,  

For monthly minutes of us between 50,001 and 500,000, which would generally encompass 
established but non-dominant providers, thezate would be based o$ the $6.77 rate noted 
above, less marketing (as reflected in the 2007NEcA and certain undisputed cost 
 disallowance^'^^: the resulting rate is $6.50. 

, .  
For monthly minutes of use above 500,000, which would generally /encompass providers with 
a large number of minutes, the rate would be $6.30.16' 

The VRS Tiered Proposal also provides that each of the rates aould be reduced ,annually by 0.05 percent, 
and that the providers would have the ability to seek exogenous cost adjustments if new costs were 
imposed that are beyond the providers' control.'66 

that initially there will 6e three tiers. We also conclude @at we will, set the tiers; and the rate for each tier, 
for a three year period. ' We note that in the 2006 TRS Cost Recovery FNPRM, the Commission sought 
comment of whether the VRS rate should be set for a two-year, rather than a one-year, period.'67 As 
noted above, however, the providers' price cap proposal andjelated comments iropose a three-year rate 
period for VRS.'68 Commenters assert that a multi-year rate provides consistency that is necessary for 
planning and budgeting purposes, and avoids having to possibly adjust on short notice to a lower rate.'69 
We agree, and therefore conclude that the VRS tiers and rates will be adopted f& a three-year period. We 
also will reduce the rates annually by 0.05 percent, and permit the providers to seek exogenous, cost 
adjustments if new costs are imposed that are- beyond the providkrs' .control. The annual downward 

I, 

I 

56. We conclude that we will adopt tiered'VRS rates based on monmy minutes of-use, and 

. 

- 

- 

!, 
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(. . .continued from previous page) 
Consulting Ex Parte on behalf of CSDVRS (July 19,2007); David O'Conner Ex Parte o,n behalf of Hamilton 
(August 10,2007); Ruth Milkman Ex Parte on behaEof,,Sprint SJextel,!Snap, q d  Sorehs:on (August 10,2007); TRS 
Advisory Counci1,BxfWte:Coments (September- 6,2007); KAferTeliz Sir@$ Ex Purje (September 21,2007); 
George Lyon,.Jr. Ex &rte $p, be~~,of;~OVRS;(September26,M007.)j Ruth Wlkhan kx Parte 00 behalf of Sprint 
Nextel, Snap, @d Sorenson$Optob.er & %0,07);9ee,o;ge. Lyon, Jr. ,Ex Pdrte on behdf of HOVRS (Obtober 9,2007); 
FEancis Buono bx Parte on'behalfof Sprint Nextel, Snap, and Sorenson (October 15,2007); Ruth Milkman Ex Parte 
.on behalf of Sprint Nextel;: Snap, and Sorenson (October 23,2003). 

162 k\ee 2007 Ni3,CA Piling'at Ex. 1-4b. 
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See . .  Michael B. Fingefhut Ex Parte (June 27,2807). 
I 

163yd, l 

! 

!, 

164 See Michael B. Fingerhut Ex Parte (June 27,2007). 

16' Id. I, 
. ? ., 

, I  , Id. 

2006 TRS Cost Recovev FNPM, 21 FCC Rcd at 8392, para. 30. . .  A. il 
I .. 

See,p&a. 51~;csqp~a;,~e~~@Ziso See MiGhael i. BingerhukEZ Barte@une 27,,2B07) (proplosing setting rates for 
I' three-year period). ~ 

"'See, e.g., Hqnds On Cokments ,at 37. 
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adju’stment for productivity gains will reduce Fund expenditures and encourage VRS providers to gain 
efficiencies in providing ~ervice.”~ 

The TRs COmpensationRates for the 2oO7-2oO8 Under the New Cost Recovery 
Methodologies 
1. 
The 2007-2008 compensation rate for interstate traditional TRS and interstate STS 

Be 

Interstate Traditional TRS and Interstate STS 

calculated under the M A R S  plan is $1.592 per-minute. This rate of $1.592 shall ap ly to traditional TRS 
beginning on the first day of the month following the effective date of this Order. 17’ With respect to 
STS, however, because we are concerned that outreach efforts directed at the STS community have not 
been effective, for the 2007-2008 Fund year we will add an additional amount of $1.13 1 per minute to the 
MARS-based STS compensation rate. The resulting rate is $2.723. This additional sum paid to each 
provider must be directed toward-outreach efforts directed at the STS community, as set forth below. 

As discussed above, the M A R S  rate is based on calendar 2006 intrastate TRS and STS 
data from 49 states and h e r t o  Rico; Michigan was excluded because they do not compensate the 
providers based on a per-minute rate. The rate from each state, and whether it is based on conversation 
minutes or session minutes, is set forth in Appendix E (rates are listed from lowest to highest). All states 
compensated traditional TRS and STS at the same rate. To determine the MARS rate, total dollars 
(calculated by multiplying each state’s per-minute rate by either session or conversation minutes, 
whichever the rate is based on) are divided by the total number of intrastate TRS and STS conversation 
minutes. That calculation is: $100,738,030 divided by 63,275,205, which equals $1 .592.’72 

We note that the MARS rate of $1.592 represents an increase of $0.301 (approximately 
23 percent) from the 2006-2007 rate ($1.291) for traditional TRS. Although this rate is less than the 
proposed rates set forth in the 2007NECA Filing, which range from $1.687 to $1.735 (including both 
marketing and outreach),173 we recognize that there is upward pressure on the traditional TRS rate 
because of declining demand, and expect that in future years the MARS rate may be higher to reflect 
higher rates paid under more recently adopted state contracts. In any event, because, as discussed above, 
the MARS rate is based on competitively bid state rates, we believe that it is reasonable. 

60. We also note that the MARS rate of $1.592 (unadjusted for outreach) would represent an 
increase in the STS-rate of $0.183 (approximately 13 percent). We recognized that this rate is less than 
the proposed,rates 
marketing and outreach).174 Because of the relatively small volume of STS calls (less than 20,000 
minutes were month), historically there has been a greater range in the providers’ projections of the STS 

57. 

58. 

59. 

the 2007NECA Filing, which range from $2.605 to $3.455 (including both 

170 Providers of VRS and, as noted above, IP Relay, will still be required to file annual cost data with the Fund 
administrator, as they have in the past. We believe that this information, which includes actual costs for prior years, 
will be helpfuljn reviewing the reasonableness of rates adopted for each tier, and whether they reasonable correlate 
with projected costs and prior actual costs. We will also need this information to evaluate rates every three years. 

17* As noted below, the effective date of this Order with respect to the 2007-2008 rates adopted pursuant to the new 
cost recovery methodologies is 30 days after publication in the Federal Register. See infra para. 11 1. 

172 As noted above, we do not include an allowance for working capital because that factor is built into the state 
rates. See supra note 87. 

173 See 2007NECA Filing at Ex. 1-lb. We note, however, that the MARS rate of $1.592 is close to the rate 

- 

submjtted by NECA thatis based on adjusted provider costs: less marketing (but including outreach), a rate of 
$1.635. Id. ’ 

174 See 2007 NECA Filing,at Ex. 1-3b. 
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